


By leveraging Upstart's Al platform, which harnesses over 1,000 data points that go beyond a
traditional credit score, Upstart-powered banks of all sizes can offer higher approval rates and
experience lower loss rates. Those banks are able to simultaneously expand access to credit and deliver
the exceptional digital-first lending experience their customers’ demand. Upstart has helped its bank
partners serve over 2.1 million customers, originating over $25.4 billion in loans while fully automating
74% of those loans."

Lending is centuries old, but has changed little in recent decades. Traditional lenders use simple
FICO-based credit scoring models to decide who is approved for credit and at what interest rate. While
simple and intuitive, these “scorecard” methods are limited in their ability to quantify risk. Four in five
Americans have never defaulted on a credit product, yet less than half have access to prime credit.” The
implication is eye-opening. With a smarter credit model, such as the Al-based methods developed by
Upstart, banks approve almost twice as many borrowers at generally lower interest rates and with fewer

defaults.

Upstart is one of the first companies to apply Al to the multi-trillion-dollar credit industry by using
non-conventional variables at scale to provide superior loan performance and improve consumers’
access to credit. We currently work with our bank partners to help them originate personal loans (e.g.,
loans that are used for consolidation of high-cost credit card debt, cover wedding expenses, fund home
improvements, or pay for large or unexpected medical costs), small business loans, auto refinance loans,

and other small dollar loans.

Results from an internal access to credit comparison demonstrate the ability of our approach to expand
access to credit in a financially safe and sound manner. The Upstart model approves 43.4% more
borrowers than traditional credit-score only models and yields 43.2% lower average APRs for approved
loans.” The Upstart model approves 43% more Black borrowers than a traditional model, while
offering those customers APRs that are 23.8% lower than a traditional credit-score driven lending

model.* Similarly, the Upstart model approves 45.6% more Hispanic borrowers than a traditional

! As of 3/31/2022. Fully Automated metric is calculated on a quarterly basis.

% According to an Upstart retrospective study completed in December 2019.

3 As of December 31, 2021, and based on a comparison between the Upstart model and a traditional credit-score
only model. The APR calculation compares the two models based on the average APR offered to borrowers up to
the same approval rate. The hypothetical credit score only model used in Upstart’s analysis was developed in
connection with the CFPB No Action Letter access to credit testing program and was built from a traditional credit
score only model trained on Upstart platform data. APR for the scorecard was averaged for each given traditional
credit score grouping.

* As of December 31, 2021, and based on a comparison between the Upstart model and a traditional credit-score
only model. Upstart does not collect demographic data on borrowers. Upstart uses standard industry methodology to
estimate borrower demographic status to conduct access-to-credit analysis comparing Upstart to traditional credit
model outcomes.
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banks under the RSPT would be appropriate. This could entail, for example, an assessment of the
bank’s use of Upstart’s Al lending platform to underwrite consumer loan products that are responsive
to LMI communities' needs or that help consumers either avoid or refinance out of higher cost or

predatory products.

Upstart particularly supports the inclusion of a quantitative analysis of automobile loans, if they
constitute a major retail lending product line, in recognition of the importance of automobile
financing for LMI borrowers and communities. We also agree with the proposal in the NPR that the
number of loans, not just the dollar volume, be considered in determining whether automobile lending

is a major retail lending product.

However, Upstart recommends that a bank be given the option, which is not included in the NPR, to
include automobile lending in the Retail Lending Test (RLT) even if the number and amount of

automobile loans do not exceed the threshold for a major retail lending product line.

Question 66. Do the benefits of evaluating antomobile lending under the metrics-based Retail Lending
Test outweigh the potential downsides, particularly related to data collection and reporting burden? In the
alternative, should the agencies adopt a qualitative approach to evaluate automobile lending for all banks

under the proposed Retail Lending Test?
For banks evaluated under the RLT, the NPR proposes to establish a standard of 15% or more of the

dollar value of their retail lending in an assessment area to determine when open and closed-end home
mortgage loans, multifamily, small business loans, and small farm loans would be considered a major
product line and evaluated under the RLT. Under the NPR automobile loans would also be included
in the metrics-based RLT if it were to comprise a major retail product line. We support the agencies’

inclusion of automobile lending in the metrics-based RLT.

We commend the agencies for including automobile lending as an eligible retail lending product line
subject to quantitative analyses. We also agree with the proposed use of the number of auto loans, not
just the dollar volume of those loans, in determining whether automobile lending constitutes a major
retail product line, in recognition that automobile loans are often of smaller size compared to certain

other retail lending categories.

We also support the agencies’ proposal to require new automobile lending data collection and
reporting by banks with assets of over $10 billion. The data will allow for better analysis of automobile
lending patterns compared to existing data sources, such as credit reporting agency data, which lack the
comprehensiveness required to construct the necessary metrics to evaluate automobile lending. Given
the data collection and reporting burden banks may face collecting and maintaining automobile
lending data, we support that data collection would be optional for small banks and intermediate

banks that elect evaluation under the RLT.
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We support the NPR’s proposal to evaluate automobile lending in the RLT and the recognition of the
importance of automobile lending meeting the credit needs of LMI borrowers and communities.
Including automobile lending under the RLT will yield cost savings to consumers and incentivize
banks to deliver a responsive and responsible product to LMI communities. The benefits to including
automobile lending in the RLT outweigh the costs given the importance of affordable,

properly-underwritten automobile loans to many in LMI and communities of color.

Upstart also recommends that a broader range of consumer retail products that are responsive to the
credit needs of LMI communities in any given bank’s assessment area be taken into account on, at a
bank’s option, including consumer loans that meet the needs of LMI communities. Under the RLT
the agencies will take into consideration a geographic distribution metric — which would evaluate a
bank's record of serving LMI census tracts — and a borrower distribution metric — which would evaluate
a bank’s retail lending to LMI borrowers for each product line. Those metrics would serve equally well
in an evaluation of consumer loans as they do for home mortgage, small business, and automobile

loans.

Question 69. Should the agencies adopt a qualitative approach o evaluate consumer loans? Should

qualitative evaluation be limited to certain consumer loan categories or types?

The agencies propose to qualitatively review whether consumer loans are responsive to LMI credit
needs under the RSPT. According to the NPR, examiners would review the responsiveness of these
credit products by considering the number of LMI customers using each selected product and how
they use the product, including rates of successful repayment under the original loan terms. Other
aspects of responsiveness could include the loan terms, underwriting, pricing, and safeguards that

minimize adverse borrower outcomes.

The agencies’ overall approach to consumer loans recognizes that with the exception of automobile
lending, consumer products are originated, structured, and maintained differently than home
mortgages, small business, and small farm loans. Accordingly, the agencies solicited feedback on

whether consumer lending products should be evaluated qualitatively, such as under the RSPT.

As we have stated above, Upstart believes it is important that banks have the option of including

automobile loans in the metrics-based evaluation of the RLT. For consumer lending more broadly, we
would generally prefer to retain the current approach of having other consumer loans also considered
quantitatively in the RLT at a bank’s option or when such loans amount to a substantial majority of a

bank’s business.

However, Upstart understands the logistical hurdles faced by the agencies in developing a quantitative
framework for evaluating consumer loans and appreciates that the agencies, at a minimum, are

prepared to include a qualitative assessment of those loans. We recommend explicit consideration of
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